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SUBJECT: PROGRESS AT LA CARIDAD COPPER MINE 

1. SUMMARY. WORK IS PROGRESSING SATISFACTORILY AT 
LA CARIDAD AND THE MINE SHOULD BE IN OPERATION IN 
APRIL, 1978. HOWEVER, THE OPERATION CONTINUES TO BE 
TROUBLED BY OVERCENTRALIZATION OE DECISION MAKING 
AND DIEFICULTIES IN OBTAINING IMPORT PERMITS IE QUOTE 
EQUIVALENT UNQUOTE EQUIPMENT IS MANUFACTURED IN MEXICO. 
FINANCING FOR THE PROJECT CONTINUES TO BE A PROBLEM 

AND PAYMENTS TO CREDITORS ARE OFTEN DELAYED. 

2. MINOEF MET WITH BEE WAPPLES, PLEASE PROTECT, 

VICE PRESIDENT OF PARSONS-JUERGENS ENGINEERING, WHO 
IS IN CHARGE OF OVERSEEING THE CONSTRUCTION OF THE 
CONCENTRATOR EOR LA CARIDAD. CONCENTRATOR IS 42 PERCENT 
COMPLETE AND SHOULD BE IN OPERATION IN APRIL, 1978, 

IF MEXICAN SUBCONTRACTOR CONTINUES TO COMPLETE WORK 
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ON SCHEDULE AND IMPORT PERMITS FOR CONTROL SYSTEMS 
FOR CONVEYOR SYSTEM CAN BE OBTAINED. WHILE SIMILAR 
CONTROLLERS ARE MANUFACTURED IN MEXICO, THEY ARE NOT 
CAPABLE OF SYNCHRONOUS OPERATION OE 4 600 HP MOTORS 
SIMULTANEOUSLY AND THUS WOULD BE UNABLE TO MOVE THE 
72,000 MT OF ORE THE SYSTEM IS PLANNED TO HANDLE. 
SUBCONTRACTOR, INCIDENTALLY, IS WHOLLY-OWNED SUB- 
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SIDIARY OF MEXICANA DE COBRE, THE COMPANY WHICH OWNS 
THE MINE. 

3. INITIAL MINING OPERATIONS HAVE ENCOUNTERED PREVIOUSLY 
UNDRILLED SECTIONS OF THE ORE BODY WITH COPPER VALUES 
OE 1.4 AND 1.7 PERCENT, CONSIDERABLY HIGHER THAN THE 

0.78 PERCENT AVERAGE THAT WAS USED TO DETERMINE THE 
PROEITABILITY OF THE OPERATION PRIOR TO ITS MEXICANIZA- 
TION. AS NOTED IN EARLIER REPORTING, THE EACT THAT 
THE BULK OE THE ORE BODY IS ABOVE GROUND, HAULAGE COSTS 
ARE CONSIDERABLY LOWER THAN OPEN PIT MINES. 

4. MEXICANA DE COBRE STILL PLANS TO BUILD ITS REFINERY 

AT EMPALME, SONORA, JUST BELOW GUAYMAS. HOWEVER, THESE 
PLANS MAY HAVE TO BE CHANGED BECAUSE OE A SHORTAGE OF 
WATER IN THE AREA. GUANOMEX IS ALSO PLANNING A MAJOR 
FERTILIZER PLANT IN THE AREA WHICH WOULD COMPETE EOR 
WHAT LITTLE SWEET WATER THAT IS AVAILABLE. 

5. MEXICANA DE COBRE PRESIDENT JORGE LARREA UNDERTOOK 
A WHOLESALE SHAKEUP OF THE COMPANY'S MANAGEMENT IN 
SEPTEMBER, 1976. VIRTUALLY ALL OE THE SENIOR EXECUTIVES 
WERE EIRED OR DEMOTED. THE CHANGES HAD A GENERALLY 
SALUTARY EEEECT ON EFEICIENCY ALTHOUGH SOME CONTINUITY 
WAS TEMPORARILY LOST. 

6. LARREA IS INVOLVED TO AN UNKNOWN DEGREE WITH 
PEREORACIONES MARINAS DEL GOLEO, S.A. PEMEX DIRECTOR 
GENERAL JORGE DIAZ SERRANO'S OIL DRILLING SUBCONTRACTOR. 
ONE OE LARREA'S SONS WORKS EOR PERMARGO. 
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7. LARREA IS EXTREMELY UNWILLING TO DELEGATE AUTHORITY. 
DECISIONS ON EXPENDITURES AS SMALL AS $10,000 - THIS 

IS AT LEAST A BILLION DOLLAR PROJECT - REQUIRE HIS 
APPROVAL. THE RESULTANT BUREAUCRATIC DELAY HINDERS 
DAY-TO-DAY OPERATIONS. SINCE HE HAS OTHER IMPORTANT 
MINING AND BUSINESS INTERESTS, HE DOES NOT DEVOTE ALL 
HIS TIME TO MEXICANA DE COBRE. 

8. MEXICANA DE COBRE CONTINUES TO HAVE PROBLEMS WITH 
ITS EOREIGN BORROWINGS. A MAJOR LOAN - $100 MILLION? - 
HAS BEEN HELD UP SINCE AT LEAST SEPTEMBER. THE CONEUSION 
EOLLOWING DEVALUATION IS PROBABLY PARTIALLY RESPONSIBLE 
EOR THE DELAY BUT RELUCTANCE OE THE MEXICAN TREASURY TO 
AUTHORIZE ANY BUT THE MOST NECESSARY EOREIGN LOANS IS 
ALSO A LIKELY CAUSE EOR THE DELAY. AN EXIM LOAN IS 
CONTINGENT ON THE COMPANY MAKING THE PRIVATE PLACEMENT. 

9. EMBASSY COMMENT. WHILE MEXICANA DE COBRE DOES HAVE 
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ITS PROBLEMS, IT SEEMS TO BE REASONABLY WELL RUN AND 
PROGRESSING ON SCHEDULE. MINOFE PLANS TO VISIT THE 
SITE AS WELL AS OTHER COPPER OPERATIONS IN NORTHERN 
SONORA IN AUGUST. THOMPSON 


LIMITED OEEICIAL USE 


NNN 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Message Attributes 


Automatic Decaptioning: X 

Capture Date: 01 -Jan-1 994 12:00:00 am 

Channei indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: COPPER, MINING, PROGRAMS (PROJECTS) 

Control Number: n/a 
Copy: SINGLE 

Sent Date: 20-May-1977 12:00:00 am 
Decaption Date: 01 -Jan-1 960 12:00:00 am 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 22 May 2009 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1977MEXICO07892 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Expiration: 

Film Number: D7701 79-0848 

Format: TEL 
From: MEXICO 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1977/newtext/t19770536/aaaabert.tel 

Line Count: 120 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: 3b24408f-c288-dd11-92da-001cc4696bcc 
Office: ACTION XMB 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 3 

Previous Channel Indicators: n/a 
Previous Classification: LIMITED OFFICIAL USE 
Previous Handling Restrictions: n/a 
Reference: n/a 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 29-Mar-2005 12:00:00 am 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 2438119 
Secure: OPEN 
Status: NATIVE 

Subject: PROGRESS AT LA CARIDAD COPPER MINE 
TAGS: EMIN, ENRG, MX 
To: STATE 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/3b24408f-c288-dd1 1 -92da-001 cc4696bcc 
Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
22 May 2009 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



